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federal funds.    The report emphasized the problems of accounting for personnel costs,   the use of varying bases for determining  indirect cost rates,   the subjectiveness of  indirect cost pools,  the determination of departmental administration costs and records,   and determination of use and depreciation charges.
In   1979 the General Accounting Office issued a report1* in response to congressional concern that indirect costs in health research were  increasing  rapidly.    The report described the system used to compute these costs and showed why they were increasing.     It explained why indirect costs among universities cannot be compared meaningfully and demonstrated inconsistencies  in principles and practices used to determine  indirect costs. The report concluded that,   if the government is to limit its payment of health research costs,   it should do so through some formal ceiling on federal reimbursement, such as by requiring universities or other grantees to pay some minimum fraction of total costs,   rather than by a restriction on indirect costs.
In 1981 a study21   by the Advisory Committee to the Director of NIH recommended that NIH explore two ways to respond to the growth of indirect costs:   (1)   eliminating retrospective adjustment of indirect costs,  coupled with administrative simplification,  and   (2)   redefining eligible indirect costs   (e.g.,  eliminating some and  introducing others),  coupled with significantly reducing administrative  burdens  (e.g.,  effort reporting and documentation of cost  sharing) .
The NIH committee expressed strong  reservations about a uniform indirect cost rate.     It recognized that the reduction of services for research would necessarily follow a reduction in the reimbursement of indirect costs, particularly if the federal regulatory burden were not also  reduced.    Nevertheless,   in 1982  the budget proposed by DHHS for fiscal 1983  limited the reimbursement of indirect costs to 90 percent of the negotiated rate for extramural research grants of NIH and the Alcohol,  Drug Abuse,   and Mental Health Administration.     The limit was described as a temporary measure  to permit easing of a sharp,   unanticipated reduction in funds for research project grants under  the President's 1983  budget.     As the year progressed,   there emerged in DHHS a second objective:     to limit the reimbursement of indirect costs incurred by departmental administration more severely than  required by OMB Circular A-21.